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FINANCING OF LARGE CORPORATIONS IN 1953 *
Large corporations spent somewhat less
for plant and equipment and working capi-
tal items in 1953 than in 1952.
2 This marks
the second small decline from the peak level
of 1951. For the group as a whole, invest-
ment in plant and equipment was at record
levels and liquid asset holdings were in-
creased more than in any postwar year ex-
cept 1950. Other uses of funds generally
declined. Inventory accumulation was much
smaller, customers repaid funds owed the
companies, thus reducing outstanding ac-
counts receivable, and the companies repaid
trade and bank debt. These latter contrac-
tions in short-term investment and borrow-
ing probably reflect in large part the down-
turn in general business activity in the sec-
ond half of 1953.
For the year as a whole, sales and profits
of these corporations increased substantially
and funds retained from operations—that is,
undistributed profits and depreciation allow-
ances—were about one-fifth larger in 1953
than in 1952. These funds supplied an even
USES AND SOURCES OF FUNDS
Billions of dollars
1This article was prepared in the Business Finance and
Capital Markets Section of the Division of Research and
Statistics.
2 The group of large corporations for which the Board of
Governors regularly compiles financial data includes 200 com-
panies in 10 manufacturing industries, 42 in retail trade, 20
railroads, 35 electric utilities* and one communications com-
pany. The previous total number of 300 corporations has
been reduced to 298 by mergers within the group. Compos-
ite balance sheet, selected income statement, and sources and
uses of funds data since 1939 have been compiled for these
corporations. Previous articles discussing financial develop-
ments for this group have appeared in the June 1949, June
1950, August 1951, June 1952, and July 1953 issues of the
Federal Reserve BULLETIN.
Throughout the article, total sources or uses refers to gross
sources and uses, covering funds from all sources including
liquidation of assets and all uses of funds including reduc-
tion of debt.
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larger proportion of total financing require-
ments than in the preceding year, as may be
seen from the chart. Long-term borrowing
and capital stock issues, though in large vol-
ume relative to most earlier years, were
below the 1952 level.
The financial position of large corpora-
tions improved somewhat in 1953. Liquidity
increased slightly as an expansion in current
asset holdings more than offset an increase
in current liabilities. The ratio of debt to
total assets declined slightly on the whole,
rising for only a few concerns.
INDUSTRIAL DIFFERENCES
The foregoing observations mask a variety
of developments among industries. Changes
in plant and equipment outlays—the prin-
cipal use of corporate funds—varied widely
among industries, with the 14 groups about
evenly divided between those showing higher
levels of capital expenditures and those show-
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ing lower levels than in 1952, as may be
seen from the chart. Generally speaking,
total uses of funds increased in industries
that expanded capital expenditures and de-
creased in industries that reduced capital
expenditures. Changes in financing re-
quirements from 1952 to 1953, however,
also reflected diverse movements among
industries. Outstanding among these were
inventory liquidation in food manufacturing
and retail trade, and inventory expansion in
metals manufacturing.
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Changes in sources of funds from 1952 to
1953 differed less among industries than did
changes in uses. Funds retained from opera-
tions increased in every industry except rail-
roads although in some industries, including
tobacco, automobile, and iron and steel
manufacturing, the increases were marked,
while in others, including retail trade and
rubber and machinery manufacturing, the
increases were small.
New financing through sale of capital
stock declined in 9 of the 14 industries.
Large corporations in most manufacturing
industries also reduced their new long-term
borrowing ©r, in some cases, repaid funds
borrowed previously. Electric power and
communications companies, on the other
hand, which customarily rely heavily on
external financing, increased their long-
term borrowing substantially.
The liquidity of large corporations as a
group increased somewhat in 1953. Short-
term debt, including bank loans, trade credit,
accrued income taxes, and other current lia-
bilities, increased on balance some 1.4 billion
dollars; current assets rose somewhat more,
about 1.8 billion. Thus, net working capi-
tal—the amount by which current assets
exceed current liabilities—increased about
400 million dollars. Among manufacturing
industries, working capital increased in all
nondurable groups but declined in all dur-
able goods groups except other transporta-
tion equipment.
The largest changes in current liabilities
and current assets were in accrued income
tax liabilities and in holdings of United
States Government securities. Aggregate
increases in these two items were similar
and more than half of the large corporations
had the same ratio of Government securities
to accrued income taxes at the end of 1953
as at the end of 1952, although the ratio
varied widely among individual companies.
Where inventory liquidation occurred, as
in the food processing and retail trade groups,
bank loans or trade notes were reduced,
leaving the net position relatively unaffected.
Conversely where inventory holdings in-
creased, as in the iron and steel group,
short-term bank borrowing rose. For the
machinery group, reduction in bank bor-
rowing was related to the liquidation of
accounts receivable and reflected a change
made by one company in the method of
financing its farm equipment sales.
Total debt increased substantially in many
industries, particularly among petroleum.
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chemical, iron and steel, electric power, and
communications concerns. However, equity
increased even more in almost all cases,
with the result that the ratio of debt to total
assets declined or remained constant in all
but a very few corporations. Among in-
dustrial groups only chemicals showed a rise
in the proportion of debt, and this group
has a very low debt ratio.
USES OF FUNDS IN 1953 AND IN THE
POSTWAR PERIOD
Comparison of financing requirements in
1953 with those for the postwar period
1946-53 as a whole affords some perspective
on recent developments. As is shown in the
chart, plant and equipment expenditures
have been the most important single use of
funds among all industries except tobacco
and other transportation equipment manu-
facturers. In the utility groups, that is, rail-
roads, electric power, and communications,
substantially all funds used have been in-
vested in plant and equipment. This re-
mained true in 1953, despite some decline in
the relative importance of plant and equip-
ment expenditures for railroads.
Among manufacturing companies, the
relative importance of plant and equipment
expenditures in the period 1946 53 ranged
downward from 79 per cent for petroleum
producers and refiners to 14 per cent for
manufacturers of tobacco products. In 5 of
the 10 manufacturing industries, 1953 out-
lays absorbed about the average postwar pro-
portion of total funds. The relative im-
portance of plant and equipment outlays
was above the postwar average in the rub-
ber, machinery, and automobile groups and
below the postwar average in the food and
iron and steel groups.
Inventory accumulation has been the sec-
ond largest use of funds over the postwar
period in retail trade and most manufactur-
SELECTED USES OF FUNDS
PERCENTAGE DISTRIBUTION, 1946-53
















• PLANT AND EQUIP-
1 MENT EXPENDITURES LIQUID ASSETS
ing industries, and the most important use
in the tobacco and other transportation
equipment groups. In 1953, however, rela-
tively small amounts were invested in addi-
tional inventories. In several industries, in
fact, including retail trade and the food and
rubber groups in manufacturing, outstand-
ing inventories were reduced thus providing
rather than absorbing funds. These inven-
tory changes probably reflected declines in
sales volume between the beginning and the
end of the year, with consequent reduced
needs for inventories. Stable price levels as
compared to earlier years may also have been
a factor.
In the tobacco group, inventory accumula-
tion accounted for 43 per cent of total uses
of funds in 1953, as compared to 78 per cent
for the 1946-53 period as a whole. For manu-
facturers of other transportation equipment,
chiefly aircraft, inventories very nearly
caught up with production rates and the
relative importance of inventories among
uses fell to 13 per cent in 1953 as compared
to 60 per cent for the longer period. For
iron and steel the very large inventory ex-
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pansion in 1953, necessitated by the strike
in 1952 with its effects on inventories at the
year end, was no larger in relative terms
than the postwar inventory accumulation.
Increases in liquid assets were a more im-
portant use of funds in 1953 than over the
postwar period, amounting to 8 per cent of
funds used by the large corporations in that
year as compared to 4 per cent in the whole
period. Net purchases of United States Gov-
ernment securities accounted for most of the
increase in liquid assets in 1953 and was re-
lated to increases in accrued tax liabilities in
substantial degree. In some industries, the
increased importance of liquid asset accumu-
lation reflected the temporary investment of
funds held in anticipation of investment ex-
penditures. This appears to have been the
case for the communications group, which
obtained funds from a security issue near
the year end, and in the petroleum group.
However, in other groups, funds were
increased when total uses were headed
downward and no pressing need existed for
use of the funds. This appears to have been
the case among firms in the chemical, non-
ferrous metal, machinery, and railway in-
dustries.
In 8 of the 10 manufacturing industries,
uses of funds for purposes other than plant
and equipment, inventories, and liquid as-
sets were of increased importance in 1953.
In most cases, these other uses represented
primarily the repayment of short- and inter-
mediate-term debt associated with the liqui-
dation of various types of current assets.
SOURCES OF FUNDS IN 1953 AND IN THE
POSTWAR PERIOD
For the 298 corporations as a group, re-
tained earnings, sales of capital stock, and
long-term borrowing were each of almost
exactly the same importance relative to total
sources of funds in 1953 as during the post-
war period as a whole. Depreciation allow-
ances were more important than earlier, how-
ever, and funds derived from short-term
items, including both increases in current
liabilities and liquidation of current assets,
were less important. These differences in
financing patterns reflected a number of fac-
tors, particularly the postwar growth in fixed
assets and consequent rise in capital allow-
ances, and the slowing down in the rate of
inventory accumulation in 1953 and conse-
quent reduction in needs for short-term
credit.
The broad over-all similarity between the
financing pattern of 1953 and that of the
postwar period reflects offsetting differences
in 1953 developments among industries. In
only 5 of the 14 industry groups, namely
petroleum, chemical, and machinery manu-
facturing, electric power, and communica-
tions, was the relative importance of each of
the three major types of sources—funds from
operations, security issues, and all other—
approximately the same in 1953 as in the
entire postwar period.
Funds from operations. Funds from oper-
ations have been by far the most important
source of funds for large corporations in
most industries. In 10 of the 14 industries,
more than half of all funds used during the
postwar period were supplied by retained
earnings and depreciation allowances, as is
shown by the chart on the following page.
In 1953, these funds from operations con-
tinued to exceed funds from all other sources
in the 10 industries, though the ratios were
not necessarily the same in both periods.
Food processors, for example, obtained 57
per cent of their 1953 funds from earnings
and depreciation as compared to a postwar
average of 70 per cent, and rubber companies
obtained 80 per cent compared to 68 per
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SELECTED SOURCES OF FUNDS
PERCENTAGE DISTRIBUTION, 1946-53
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cent in the postwar period as a whole.
Among the four industries—electric power,
communications, tobacco, and other trans-
portation equipment—in which funds from
operations were of only moderate importance
during the postwar period, the first two re-
lied on this source to about the same extent
in 1953 as formerly, and the last two to a
greater extent. In the other transportation
equipment group, funds from operations
supplied on the average only one-fourth of
all funds used during the postwar period.
In 1953, they represented one-half of the
funds obtained by these companies.
Increases in the relative importance of
funds from operations have occurred mainly
in allowances for depreciation and other
charges not involving outlays of funds. The
marked rise in these allowances, both in dol-
lar terms and in relation to other sources
of funds, has reflected a higher level of capi-
tal assets and, in some manufacturing in-
dustries, rapid amortization of defense facili-
ties. Corporations in the utility groups
present standard depreciation charges in
their regular annual reports, which are the
bases of the present compilations, and hence
rapid amortization is not reflected in the
data here presented. For tax purposes, utili-
ties in many cases use rapid amortization.
Security issues. Reliance on long-term
external financing varies rather widely
among industries. Both in 1953 and during
the postwar period as a whole, the ratio of
security issues to total sources ranged from
about three-fifths in the communication and
electric power groups to one-eighth or less
for railroads, retail trade companies, and
manufacturers of food, petroleum, iron and
steel, automobiles, and other transportation
equipment. Among the remaining indus-
tries, manufacturers of tobacco, rubber,
and nonferrous metal products obtained a
much smaller proportion of their funds from
this source in 1953 than formerly, machinery
companies a somewhat smaller proportion,
and chemical companies a somewhat larger
proportion. In all industries other than to-
bacco, electric power, and communications,
long-term financing during the postwar pe-
riod has consisted primarily of bond issues.
Other sources. For all large corpora-
tions, funds obtained from short-term bor-
rowing, trade credit, prepayments, reduc-
tion of receivables, inventory liquidation, and
similar short-term sources have amounted to
17 per cent of all sources over the period
1946-53. However, there is considerable vari-
ation in the importance of these items among
industries. Large changes occur also from
year to year in the importance of individual
items, since flexibility is one of the major
advantages of short-term financing.
Food manufacturers, for example, cus-
tomarily rely rather heavily on short-term
credit, since the nature of their inventory
problems encourages such usage. In 1953,
however, as in some previous years, the role
of inventories was reversed. Inventories were
liquidated rather extensively and the pro-
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ceeds, along with considerable accumulation
of accrued income taxes, were used to pay
off bank loans. In this way the importance
of other sources was raised from 20 per cent
in the 1946-53 period to 42 per cent in 1953
for food manufacturers. Tobacco manufac-
turers, which have particularly large inven-
tories, utilize short-term credit, especially
bank credit, very extensively. In 1953, how-
ever, these companies utilized other sources
at exceptionally high rates, and actually re-
duced their bank loans. Large amounts of
funds available from accrued income taxes,
during a year when total uses were below
the postwar average, made this possible.
Another striking change was the reduced
importance of short-term credit for other
transportation equipment companies. Pre-
payments, which are included among other
current liabilities, were affected by the new
policy of the Defense Department to curtail
extension of such credit, and by the "stretch-
out" of defense orders, which lessened the
need for funds.
NOTE.—Composite Balance Sheet, Selected Income Statement,
and Sources and Uses of Funds data for the group of large corpora-
tions discussed in this article are shown on the following pages.
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COMPOSITE BALANCE SHEET AND INCOME STATEMENT, 1953, 1952 AND 1951 *
298 LARGE CORPORATIONS IN SELECTED INDUSTRIES
























Total liabilities and equity
Notes payable to banks, short-term
Trade notes and accounts payable
Accrued Fed. income taxes
Other current liabilities
6
Notes payable to banks, long-term







































































































































































































































































































3. . . .
Other assets*
Total liabilities and equity
Notes payable to banks, short-term
Trade notes and accounts payable
Accrued Fed. income taxes
Other current liabilities
5
Notes payable to banks, long-term























































































































































































































































































*Data for 1951 and 1952 may differ from those published previously, reflecting revisions made to take account of consolidations and mergers
with other corporations, inclusions or exclusions of domestic and foreign subsidiaries, and changes in the classification of accounts of the individual
corporations.
2Data for one company estimated.
3 Net of reserve for depreciation.
includes relatively small amounts of intangibles and current assets not shown separately.
5Includes current instalments of principal repayments on mortgages and bonds, accrued interest and charges, dividends payable, operating
reserves, etc.
6Includes pension reserves and minority interest in capital stock and surplus.
7Includes reserves for self-insurance, contingencies, plant replacement, and possible future declines in value of inventories.
For continuation of footnotes, see next page.
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COMPOSITE BALANCE SHEET AND INCOME STATEMENT—Cont.
298 LARGE CORPORATIONS IN SELECTED INDUSTRIES




















































































































Total liabilities and equity
Notes payable to banks, short-term
Trade notes and accounts payable.
Accrued Fed. income taxes
Other current liabilities
5
Notes payable to banks, long-term.


































































































































































































































































Total liabilities and equity
Notes payable to banks, short-term. . .
Trade notes and accounts payable. . . .
Accrued Fed. income taxes
Other current liabilities
 5
Notes payable to banks, long-term
Mortages, bonds, other liabilities











































































































































































































































8Includes depletion and, when reported, amortization of tools and dies and accelerated amortization of defense facilities.
9Excludes nonrecurring charges and credits to income, tax refunds, payments of prior years' taxes, gains on sales of assets, and charges and
credits to and from surplus reserves. ,
1
0 Includes intangibles.
11 Included with other short- and long-term liabilities.
1
2 Includes State income and property taxes.
NOTE.—Includes most of the largest companies in each industry group having fiscal years that end on or around December 31 and for which
data are available in investment manuals and company reports to stockholders. Manufacturing and trade groups include companies with end-of-
year 1953 total assets of 10 million dollars and over; railroads, companies with total assets of 269 million and over; utilities, Class A and B electric
companies with total assets of 97 million and over; communications, American Telephone and Telegraph Company and principal subsidiaries
comprising the Bell System. Details may not add to totals because of rounding.
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COMPOSITE SOURCES AND USES OF FUNDS STATEMENT, 1953 AND 1952
298 LARGE CORPORATIONS IN SELECTED INDUSTRIES



































Accrued Fed. income taxes.. . .
Other current liabilities




























































































































































































































































































































Accrued Fed. income taxes...
Other current liabilities












































































































































































































































































































































*Net profit after taxes plus current depreciation accruals and minus cash dividends paid; nonfund and nonrecurring charges and credits to
income have been eliminated from net profit.
2Proceeds from sale of fixed assets and investments, tax refunds, and extraordinary sources of funds.
3 Company figures which in some cases include, and in others exclude, dry hole costs.
4Less then 0.5 million dollars.
5Prior years' tax payments, charges resulting from devaluation of foreign currencies, and extraordinary uses of funds.
6 Included with other short- and long-term liabilities.
7 Includes State income and property taxes.
NOTE.—Figures were derived from income data and year-to-year changes in balance sheet accounts, as shown in the Composite Balance
Sheet and Income Statement. Asset write-ups and write-downs, stock dividends, and other nonfund bookkeeping transfers are not shown sep-
arately, but are eliminated from the income data and changes in balance sheet accounts in the Sources and Uses of Funds Statement. Negative
figures in the Sources of Funds section represent uses of funds, while negative figures in the Uses of Funds section represent sources of funds.
Gross uses include negative sources; gross sources, negative uses. Details may not add to totals because of rounding.
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